
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2005-290-C —ORDER NO. 2006-30

JANUARY 30, 2006

IN RE: Joint Application of PAETEC Communications, ) ORDER
Inc. and American Long Lines, Inc. for ) APPROVING
Approval of Merger, Discontinuance of Service ) MERGER
and Cancellation of Authority )

This matter comes before the Public Service Commission of South Carolina (the

Commission) on the Joint Application of PAETEC Communications, Inc. (PAETEC) and

American Long Lines, Inc. (AMLL)(together the Joint Applicants) for authority to

complete an acquisition of certain assets and for the assignment of an authorization to

provide interexchange telecommunications services within the State of South Carolina.

Specifically, PAETEC and AMLL, which are both wholly-owned subsidiaries of

PAETEC Corp. , propose to undergo a transaction whereby AMLL will be merged into

PAETEC, PAETEC will provide service to the AMLL customers, and AMLL will

discontinue providing services to its customers.

Pursuant to the instructions of the Commission's Docketing Department, the Joint

Applicants published a Notice of Filing in newspapers of general circulation in their

service areas, and furnished affidavits of publication to show that they had complied with

the instructions of the Docketing Department. No Protests or Petitions to Intervene were

received. Subsequently, the Joint Applicants filed a request for expedited review of the

Joint Application. The verified testimony of John Thomas Ambrosi, Vice President of
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Carrier and Government Relations of PAETEC, was also filed. We grant expedited

review, and we grant the Joint Application, based on the verified testimony of Ambrosi,

and on the Stipulation executed by the parties.

Ambrosi testified that the transaction at bar was a proposed corporate

reorganization whereby AMLL, a certificated telecommunications carrier in South

Carolina, will be merged into PAETEC, also a certificated carrier in this State. Both

PAETEC and AMLL are currently wholly-owned subsidiaries of PAETEC Corp.

PAETEC will provide service to the AMLL customers, and AMLL will discontinue

providing service to its customers. The proposed merger and discontinuance will result in

a change in the service provider for AMLL's current customers, and those customers will

become customers of PAETEC, according to Ambrosi.

Ambrosi stated that the primary objective of this transaction is to achieve greater

corporate efficiencies by eliminating duplicative billing systems, customer service

operations, and other internal processes maintained by the parties. While both PAETEC

and AMLL are wholly-owned subsidiaries of PAETEC Corp. , the companies continue to

maintain separate billing systems, customer service operations, and other internal

processes that are largely duplicative. According to Ambrosi, the transaction will serve

the public interest by combining the financial resources and complementary operating,

technical, and managerial strengths of PAETEC and AMLL to better serve the

companies' constituent subscribers. The Joint Petitioners anticipate that the proposed

transaction will result in a more efficient company better equipped to accelerate its

growth as a competitive telecommunications carrier.
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After the transfer of control, Ambrosi notes that AMLL's certificate will be

cancelled, and PAETEC will provide telecommunications services to AMLL's current

customers, pursuant to the authority previously granted to PAETEC by the Commission.

The rates, terms, and conditions of service will be provided pursuant to existing contracts

assumed by PAETEC, or pursuant to PAETEC's tariffs. There will be no immediate

changes to the rates and services provided to AMLL's existing customers, and upon

expiration of any service contracts with those customers, they will have the option to

continue their service with PAETEC, or they may select service from another

telecommunications provider.

AMLL has 17 long distance customers in South Carolina. Ambrosi proposed that

those customers would be notified thirty (30) days prior to the proposed transaction date

of 12/31/05 that PAETEC, an affiliate of AMLL, would become their long distance

provider unless the customers select another carrier within the thirty (30) day period.

We would also note that the Joint Applicants entered into a Stipulation with the

Office of Regulatory Staff (ORS). See Order Exhibit 1. The Joint Applicants stipulated

that there will be no change to the rates, terms, or conditions of service to the customers

of AMLL or PAETEC as a result of the merger transaction, and that the transaction will

be transparent and seamless to the current South Carolina customers of AMLL and

PAETEC. Further, the Joint Applicants stipulated that the Commission's approval of the

Joint Application will permit PAETEC to realize efficiencies which will enhance its

ability to compete more effectively in the telecommunications market and in this State.
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Other matters agreed upon include the fact that PAETEC and AMLL will each

file by January 31, 2006 a Universal Service Fund (USF) worksheet for the year ending

December 31, 2004, and one for the year ending December 31, 2005, no later than

August 15, 2006. Further, the Joint Applicants agree that the surviving entity of the

proposed merger, PAETEC, will assume and continue, upon approval and completion of

the merger, the USF contribution for revenue years after the merger.

Based on the verified testimony of Ambrosi and the Stipulation as described

above, we hold that the relief requested in the Joint Application should be approved, and

we do hereby approve it. Further, we approve the Stipulation entered into by the parties,

and hereby incorporate it as a part of this Order. Clearly, we believe that the merger is in

the public interest and that the efficiencies that result will help PAETEC serve AMLL's

former customers. When AMLL discontinues its service to customers, it shall so inform

the Commission so that its Certificate may be cancelled.

This Order shall remain in full force and effect until further Order of the

Commission.

BY ORDER OF THE COMMISSION:

Randy itch 11, C irman

ATTEST:

G. O'Neal Hamilton, Vice-Chairman

(SEAL)
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For Approval of Merger, Discontinuance
of Service, and Cancellation of )
Authority

STIPULATION

This Stipulation is made by and among the South Carolina Office of Regulatory

Staff ("ORS")and PAETEC Communications, Inc. and American Long Lines, Inc.

("Applicants" ), collectively referred to as the "Parties" or sometimes individually as a

4CP

WHEREAS PAETEC Communications, Inc. ("PAETEC") is a Delaware

corporation and telephone utility presently certificated for and providing interexchange

telecommunications services in South Carolina pursuant to a tariff on file with the South

Carolina Public Service Commission ("Commission" ), and;

WHEREAS American Long Lines, Inc. ("AMLL") is a Pennsylvania corporation

and telephone utility presently certificated for and providing intrastate interexchange

resale services in South Carolina pursuant to a tariff on file with the Commission, and;

WHEREAS, the Applicants filed an Application before the Commission on

September 21, 2005 seeking approval by the Commission under S.C. Code Ann. $$ 58-9-

300 (1976) and 58-9-310 (Supp. 2004) of 1) the proposed transfer of all of the interests in
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AMLL to PAETEC; so that AMLL may merge with PAETEC by December 31, 2005; 2)

AMLL's discontinuance of service to its current customers as described in the

Application so that PAETEC may begin serving the customers previously served by

AMLL; and, 3) a cancellation of AMLL's certificate to provide telecommunications

service in South Carolina after completion of the proposed merger; and,

WHEREAS, the parties to this Stipulation are the parties of record in the above-

captioned docket and there are no other parties of record in this proceeding;

WHEREAS, the Parties have engaged in discussions, most recently on December

8, 2005, to determine if a settlement of this proceeding would be in their best interest;

WHEREAS, following these discussions the Parties determined that their interest

and the interests of the public would be best served by resolving the above captioned

matter under the terms and conditions set forth below:

1. The Parties stipulate and agree that PAETEC Corp. , a privately-held

Delaware holding company, is the current holder of 100% of the interests of the

Applicants.

2. The Applicants stipulate that since PAETEC and AMLL provide the same

services to the same markets, their customers can be served more efficiently by

combining PAETEC and AMLL into one company.

3. The Applicants stipulate and hereby agree that there will be no change to

the rates, terms, or conditions of service to the customers of AMLL or PAETEC as a

result of the merger transaction. Applicants further stipulate and agree that the merger

will be seamless and transparent to the current South Carolina customers of AMLL and

.DOCKE,T NO. 2005-290-C
DECEMBER 12,2005
PAGE2

Order Exhibit 1

Docket No. 2005-290-C

Order No. 2006-30

January 30, 2006

Page 2 of 6

AMLL to PAETEC; so that AMLL may merge with PAETEC by December 31, 2005; 2)

AMLL's discontinuance of service to its current customers as described in the

Application so that PAETEC may begin serving the customers previously served by

AMLL; and, 3) a cancellation of AMLL's certificate to provide telecommunications

service in South Carolina after completion of the proposed merger; and,

WHEREAS, the parties to this Stipulation are the parties of record in the above-

captioned docket and there are no other parties of record in this proceeding;

WHEREAS, the Parties have engaged in discussions, most recently on December

8, 2005, to determine if a settlement of this proceeding would be in their best interest;

WHEREAS, following these discussions the Parties determined that their interest

and the interests of the public would be best served by resolving the above captioned

matter under the terms and conditions set forth below:

1. The Parties stipulate and agree that PAETEC Corp., a privately-held

Delaware holding company, is the current holder of 100% of the interests of the

Applicants.

2.

services to the same markets, their customers can be served more efficiently by

combining PAETEC and AMLL into one company.

3. The Applicants stipulate and hereby agree that there will be no change to

the rates, terms, or conditions of service to the customers of AMLL or PAETEC as a

result of the merger transaction. Applicants further stipulate and agree that the merger

will be seamless and transparent to the current South Carolina customers of AMLL and

The Applicants stipulate that since PAETEC and AMLL provide the same

2



DOCKET NO, 2005-290-C
DECEMBER 12, 2005
PAGE 3

Order Exhibit 1

Docket No. 2005-290-C
Order No. 2006-30
January 30, 2006

Page 3 of 6

PAETEC as there will be no impact on the customers and their services in South

Carolina.

4. The Applicants stipulate that the Commission's approval of this

Application will permit PAETEC to realize efficiencies which will enhance its ability to

compete more effectively in the telecommunications market and in South Carolina.

5. ORS agrees to the proposed transfer of AMLL to PAETEC as set forth in

the Application whereby AMLL will be merged with and into PAETEC resulting in

PAETEC being the surviving entity. ORS finds that the requested merger is not

inconsistent with the public interest.

6. PAETEC and AMLL further agree to each file by January 31, 2006 a

Universal Service Fund ("USF")worksheet for the year ending December 31, 2004.

PAETEC AND AMLL also agree to each file a USF worksheet for the year ending

December 31, 2005 no later than August 15, 2006. Lastly, the Applicants agree that the

surviving entity of the proposed merger, PAETEC, will assume and continue, upon

approval and completion of the merger, the Universal Service Fund contribution for

revenue years after the merger. .

7. The Parties agree to cooperate in good faith with one another in

recommending to the Commission that this Stipulation be accepted and approved by the

Commission as a fair, reasonable, and full resolution of the above-captioned proceeding.

The Parties agree to use reasonable efforts to defend and support any Commission Order

issued approving this Stipulation and the terms and conditions contained herein.
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8. The Parties agree that by signing this Stipulation, it will not constrain,

inhibit, or impair in any way their arguments or positions they may choose to make in

future proceedings. If the Commission should decline to approve the Stipulation in its

entirety, then any party desiring to do so may withdraw from the Stipulation without

penalty.

9. This Stipulation contains the entire agreement between the Parties hereto

and the terms of said Stipulation may not be modified except by a written instrument duly

signed by each Party.

10. This Stipulation shall be interpreted according to South Carolina law.

11. Each Party acknowledges its consent and agreement to this Stipulation by

authorizing its counsel to affix his or her signature to this document where indicated

below. Counsel's signature represents his or her representation that his or her client has

authorized the execution of this Stipulation. Facsimile signatures and e-mail signatures

shall be as effective as original signatures to bind any party. This document may be

signed in counterparts, with the various signature pages combined with the body of the

document constituting an original and provable copy of this Stipulation. The Parties

agree that in the event any Party should fail to indicate its consent to this Stipulation and

the terms contained herein, then this Settlement Agreement shall be null and void and

will not be binding on any Party.
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WE AGREE:

Representing and binding the Office of Regulatory Staff.

!!

Flore_e P. Belser, Esquire

Office of Regulatoq Staff
1441 Main Street, Suite 300

Columbia, SC 29201

Phone: (803) 737-0889

Fax: (803) 737-0895

E-mail: _shudson_gstaff.se.gov
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Representing and binding PAETEC Communications, Inc.
and American Long Lines, Inc.

Jo J. Pringl Jr., Esqui e
Ellis, Lawhorne k Sims,
P.O. Box 2285
Columbia, SC 29202
Phone: (803) 254-4190
Fax: (803) 779-4749
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